The question of whether economic interdependence promotes peace is more than ever relevant once and again due to a series of conflicts around the globe. Two schools advocate the two opposite beliefs; these are Realism and Liberalism. The former supports that economic interdependence does not necessarily promote peace, whereas the latter trusts that it does. In our paper, we use a financial analysis-econometric approach to realize that there is evidence that supports that economic interdependence between two states in conflict does not promote peace since it has no significant impact on the configuration of the conflict. Consequently, it does not provide a significant enhancement in the levels of national security.
Introduction
It has been long debated whether economic interdependence promotes peace or not. There are arguments in both directions represented primarily by two schools: Realism and Liberalism.
Realism interprets the political and economic behavior of states. Cooperation between states creates asymmetric gains for each partner, therefore states care about relative gains [1] . In addition, those who agree with the argument that today's economic interdependence has changed the environment and the nature of international politics, should be more skeptical, since groups and states have managed to increase their gains through economic growth and international T. Poufinas, V. Pistikou cooperation. When the levels of economic interdependence start rising, states become more suspicious regarding the loss of their autonomy and the costs involved, as the result of interdependence. This is due to the fact that societies care more for their gains and they are not willing to sacrifice their welfare in favor of interdependence. The raising levels of economic interdependence make states more anxious about preserving their autonomy, their access to foreign markets and valuable raw materials as well as the cost that economic interdependence entails [2] . Last but not least, according to Realism, economic policies are supportive of security issues, since economy is a tool of foreign policy. As Mastanduno [3] mentions, the state's strategic principles are primarily based on three variables. The first is the structure of the International System, the second is the role of policy-makers and the third is the state's position in international economic competition.
Liberalism introduced "Idealism" [4] as a new perspective for understanding international politics. For Liberals, determinants such as individual liberty, interdependence, prosperity, democratic values, free trade, collective security as well as the power of public opinion are what promote peaceful relations among states. Although they agree with Realists that the international system is dominated by anarchy, that is to say by the absence of a power above all which would be able to control repressive mechanisms and maintain world order and peace, Liberals are more optimistic regarding peaceful cooperation among states. They argue that war can be avoided since there are other factors which increase people's prosperity and cooperation, such as domestic and international institutions and high levels of democratic values. In addition, Neo-Liberals also built on Cobden's beliefs about the peaceful impact of free trade on states and on Keohane's and Nye's [5] argument about interaction in several sectors. According to the latter, interests groups, transnational corporations and other actors should be taken into account because these non-state actors not only influence decision-making but also make states more interdependent, by raising the levels of collaboration as well as the costs of a potential withdrawal from these common fields. For example, the Bretton Woods system or NATO represent the institutionalized power of the USA. Also, Keohane's and Nye's complex interdependence [6] does not agree with Realists' distinction between high and low politics. On the contrary, they mention that there are many interactions among non-state actors which define international politics, and therefore military force is no more efficient as a tool of statecraft.
In this paper, we aim at validating the argument that economic interdependence between two states in conflict does not promote peace since it has no significant impact on the configuration of the conflict. Consequently, it does not provide a significant enhancement in the levels of national security. Moreover, we intend to show that the increasing economic interdependence between adversaries does not change the national interests of both sides. As a result, since the national interest is not affected by the level of economic interdependence between two rivals, the conflict will continue to exist. The theoretical perspective on which we count on is Realism. In International Political Economy, policy is considered to prevail above economics. Consequently, the latter serves the state's national interests. In addition, the state is the dominant actor in the international arena, without ignoring the impact of the non-state actors. However, the state is the most important actor since it is the only which guarantees human survival and gives the opportunity to non-state actors to develop their actions. In addition, anarchy is the main feature of an international system; therefore, conflict rather than cooperation defines the relations among states. In addition, states are suspicious to each other's motives;
hence, relative gains are more important than absolute gains. The main objective of the states is survival. Therefore, they use their power either to maintain their security or to gain more power.
In our paper we use a financial analysis perspective as we consider a series of variables pertaining to the financials of the two countries to show that there is no clear evidence that economic interdependence promotes peace. To achieve that,
we employ a series of econometric models.
Background Discussion and Literature Review
The academic discussion on whether trade and economy promote peace relies mainly on the theoretical aspect of Liberalism and Realism. Regarding the first, the main point is that there is a direct connection between trade and conflict, in other words, between economic factors and security issues. Most of the authors argue that not only does trade promote peace, but also that conflict decreases trade [7] . According to the Liberal Interdependence approach, the division of labor in the international economy is the main determinant, creating high levels of interdependence between states thereby preventing them from engaging in militarized conflict and war. The Liberals are based on Keohane and Nye's [8] complex interdependence approach, on the role of International Institutions as well as on Democratic Peace.
On the other hand, regarding the theoretical aspect of Realism, according to
Grieco [1] states do not focus only in absolute gains, as liberals argue, but they also about relative gains. As Grieco mentions, "For realists theory, state efforts to cooperate entails these dangers plus the much greater risk, for some states, that cooperation might someday result in lost independence or security" [1] . In addition, according to Gilpin [2] , those who agree with the argument that today's economic interdependence has changed the environment and the nature of international politics, should be more skeptical, since groups and states have managed to increase their gains through economic growth and international cooperation. More specifically, Hirschman's [9] hypothesis that a stable economic growth and a global economic market would diminish the struggle for power between states through cooperation and profitability did not confirm, since In addition, Krasner [10] by examining the US foreign Policy towards American investment in raw materials divides the state and the national interest from society. He argues that a state is an autonomous entity which promotes the national interest; therefore the state's behavior cannot be explained by class interests. Therefore, society's interests are not always identified with the national interests. Mastanduno's argument in "Economics and Security" [3] is that economic policies are supportive of security issues and that they are primarily based on three variables. The first is the structure of the International System, the second is the role of policy-makers and the third is the state's position in international economic competition. Therefore, economy is a tool of foreign policy which should be used according to state's strategic principles. According to the Realists, such as Gowa and Mansfield [11] , what applies to the international system also applies to trade policy. That is to say that there is a security risk, which derives from the anarchy in the international system, which makes states act as rational players. In addition, Mansfield [11] , focusing on the state-centric approach about international trade argued that the relative gains which derive from trade are used in order to maximize military force. Trade can bring resources for defense by enhancing the military power of the members involved. Therefore, a state would rather choose an ally or a friend for trade than a foe. However, Oneal and Russett [12] argued that trade is a sufficient factor which is able to reduce conflict between dyads and conclude that trade has major benefits for contiguous dyads but little effect on irrelevant dyads and interdependence decreases the likelihood of militarized disputes between major powers.
Morrow [13] , examined how trade affects conflicts through a game-theoretic approach, focusing on the reasons for which an interstate conflict occurs and escalates. It is his view that the common argument is that international trade affects conflict and, more specifically, prevents states from taking military actions because of the high costs which are going to be faced in the event of a reduction in their commercial relations. However, according to game-theoretic models, there are unobservable factors which make trade effectiveness seem vague because both of the rival states try to interpret the opponent's resolve. Therefore, his argument is that the escalation of the conflict depends on what one side believes about the relative resolve of the other and the correlation between trade and conflict is the result of anticipation by economic actors, since trade flows reflect relations between two countries in a wider sense Gartzke, Li and Boehmer [14] examined how economic interdependence contributes to peace. Their main argument is that economic costs and benefits are not enough to deter militarized conflict between states unless capital interdependence is high. Hegre [15] also argued that in symmetric dyads, trade reduces conflict. Therefore, "trade efficiency" is more likely to happen in terms of symmetric dyads than asymmetric. According to many researchers, like Li and Sacko [16] , trade between two rival states tends to decrease either because of territorial disputes or other conflictual actions. On the other side, states with cooperation on mutual gains and interests trade more than others and consequently, "trade follows the flag". Long Maoz [19] developed a Social Network Analytic Approach in order to measure economic interdependence across levels of analysis, by measuring the cost of breaking economic ties. He argued that the Liberal paradigm is confirmed regarding the effects of strategic and economic interdependence on conflict.
Herge, Oneal and Russet [20] focused on the interaction between the effects of conflict and trade, giving a new approach which enriches the Liberals' theory and shows that trade promotes peace. Their main argument is that trade promotes peace but at the same time it is reduced because of conflict and this can be shown if the gravity model can be taken into consideration in conflict analysis. They also base their argument on economic interdependence, mentioning that conflict and violence in general has a significant effect on commercial relations and this, in cost and benefits terms, makes trade disruption unprofitable and consequently peace is promoted. Li and Reuveny [21] argued that their theoretic model predicts the impact of bilateral trade on conflict and a combination of imports and exports in specific sectors of commercial relations such as agriculture and fisheries, energy, chemicals and minerals goods, can determine the state's intention concerning conflict. Goldsmith [22] argued that trade interdependence mainly affects the onset of the conflict by inhibiting militarized disputes and has no relationship with conflict escalation and therefore trade volume reduces the likelihood of a more violent conflict.
Analytical Framework
Up to now, the independent variables of low politics defined the analytical framework under which Liberals supported their arguments, and they examined their hypotheses through econometric models and statistical analysis. More specifically, alliances, trade flows, Gross Domestic Product, contiguity as well as political regime have been the most common variables, among others, used by the Nevertheless, they do not consider the state as a determinant, emphasizing only on economic factors which act independently. This is an important omission, since they are examining interstate conflicts. For example, Morrow [13] examines trade flows, contiguity, military capabilities and political regime without taking into consideration the state's position in the international system and the national interest. Furthermore, Liberals do not highlight the causes of conflict. Instead, they examine means of conflict resolution, based on secondary types of power, such as economic interdependence, through trade and foreign direct investments without mentioning determinants of power, such as levels of influence or military power. In addition, Liberals only argue about the pacific benefits of trade but they do not mention the impact of these effects on relative gains and a state's sovereignty.
That is to say that if a state in conflict chooses to raise trade levels with its rival, in order to avoid conflict escalation and war, this means that it shares its relative gains and this can lead to the loss of its sovereignty. For example, Long and Leeds [17] argue that the linkage of Economic and Security issues can raise trade levels but they do not refer to the impact of this linkage on the state's dynamics and its ability to promote its influence. Last but not least, Liberals seem to care more about peace and stability than about a state's sovereignty and survival within the international or regional system. That is because they examine this issue only from an economic viewpoint, trying to raise trade to the sphere of high politics. What is not mentioned is that trade, institutions and other economic organizations may provide cooperation among states but their operation is limited, since these institutions did not arise spontaneously from independent economic actors, but were the result of interstate negotiations and agreements through which powerful states could secure their domination and promote their influence to their competitors. For example, although Gartzke, Li and Boehmer [14] argue that capital interdependence reduces uncertainty and promotes conflict resolution without military actions, what is really happening is that a state shares its relative economic gains with its rival through commercial relations, and this has a direct cost on the influence field.
For our research, we take into account variables which show the correlation between economic interdependence and national interest. More specifically, macroeconomic indicators such as bilateral trade in goods and services and bilateral Foreign Direct Investments are used, which show the interdependence between the two rivals. With bilateral trade we mean the exchange of goods between two states (countries) promoting trade and investment. The two countries We implement linear regressions in order to examine the correlation among these variables and even more as explained in the relevant section below. In order to investigate the existence of evidence that supports any of the aforementioned school, i.e. Realism or Liberalism, we apply it to the case of the relations of Greece with Turkey. As we realize, our findings primarily support the beliefs of Realism.
The Impact of Economic Interdependence in the Greek-Turkish Relations (Figure 1)
The conflict between Greece and Turkey has part of its roots back in 1821, when the Greek national uprising against the Ottoman Empire started, becoming the starting point of the movement for Greek Independence which was completed with the establishment of the Greek State as an independent state in 1830 [28] .
Since then, there have been intervening wars such as World War I and World War II. As a result there has not been a stable status-quo. The final national boundaries were set at the end of World War II. Consequently, the initiation of the conflict, although old, will be considered from that time onwards.
By the end of World War II, and more specifically by 1947, Greece had expanded its territorial influence and borders, since under the Treaty of Lausanne of 1923 [29] , it could regain the islands of the Aegean, and more specifically the In addition, what was really important was the fact that Greece raised its relative gains compared to Turkey since it could expand its maritime sovereignty to twelve nautical miles and completely restrict Turkey's access to the Aegean Sea [30] . However, Greece did not take that action. On the contrary, in 1952 both countries became members of NATO [31] in order to promote better relations against their common rival but for Greece it was also a method of balancing its power against that of Turkey. Nevertheless, peaceful relations with Turkey did not last long. The strained relations in Cyprus between the Greek and the Turkish communities, aggravated by British actions, played a crucial role. More specifically, Great Britain implemented a "divide and rule" strategy in Cyprus. Despite the fact that Great Britain ruled over Cyprus absolutely as a colony and had great influence there, it decided to engage the Turkish side more in order to restrict Greek claims, which concerned the union of Cyprus with Greece [30] . As a result, in 1959 both the Greek and the Turkish sides signed the Zurich and London Agreement, according to which Cyprus was to become an independent democratic state while the British side would retain its sovereignty over two areas where its military bases were located. On the other hand, the Greek and Turkish side could also maintain small parts of their troops.
This move put the Greek influence over Cyprus in danger since the latter was trying to establish its independence further and at the same time Turkey was trying to promote its interests by extending its influence over Cyprus and increasing its gains by controlling that area. Moreover, in order to exert more pressure on Greece, Turkey became more aggressive, ignoring the Greek sovereignty over the Aegean Sea, and started prospecting for oil in areas of the Greek continental shelf. The escalation of this conflict brought about the Turkish invasion of North-East Cyprus which resulted in the occupation of 36.4% of the island by Turkish troops, which continues to this date.
According to the Hellenic ministry of foreign affairs, starting with the dispute over the delimitation of the continental shelf (1973) and the crisis that followed -bringing the two countries into intense disagreement, which was taken in hand, on Greece's initiative, by both the UN Security Council and the International Court in the Hague-Turkey started to implement the policy of constantly increasing contentions and claims, including:  Contesting Greece's legal right, on threat of war (casus belli), to extend its territorial sea to 12 
Indicators of Economic Interdependence

Trade
Although Greece tried to raise the levels of its economic power focusing on exports, the balance of trade with Turkey was negative. Figure 2 below shows one of the most important indicators of economic interdependence, which is bilateral trade between rivals. More specifically, the balance of trade did not have large deviations regarding the value of imports and exports, since both were at low 
Foreign Direct Investments
One more important indicator is Foreign Direct Investments (FDI). As Figure 3 shows, the absence of Turkish investments in Greece is noticeable. In 2001 both Summarizing, we realized that economic interdependence between two rivals can be shown by indicators such as bilateral trade and foreign direct investments. Regarding the first indicator, the most significant point is that Turkey is the number 1 export partner for Greece, which means that it is also an important market for Greek products. Regarding foreign direct investments, although there is some economic activity the rates remain at a very low level and therefore data are not sufficient enough to reach accurate results. whereas Greece at the same time was spending 9347 million USD. Consequently, a disproportionate situation like this usually leads the weaker side to continually increase its spending not just to procure arms but also as a means of directly responding to the other side, so as to provide better deterrence. Nevertheless, the feeling of insecurity for both countries, and especially for Greece, increased and still remains high. However, the decline in the last six years is due to Greece's obligations towards the support mechanism which Greece joined in 2010 [35] .
Bilateral Military Relations
Violations and Disputes
There continue to be high levels of Turkish violations and disputes, despite
Greek efforts at deterrence and balancing. More specifically, according to the available data in Figure 5 , most of the violations concern Greek national air- 
Regression Analysis
In order to quantitatively investigate and substantiate our reasoning we perform a regression analysis among measures of national security threat and indicators of economic interdependence. We try to increase the aforementioned indicators with the ones that seem relevant. Moreover, we investigate the potential relation of the national security threat measures with the relative power or weakness of the economies of the states of interest. We use as indicators of economic interdependence the Exports of Greece to Turkey, the Imports of Greece from Turkey, the Bilateral Trade, the Greek FDI flows to Turkey, the Turkish FDI flows to Greece, the Exports of Greece as a percent of its GDP to Turkey and the Exports of Turkey as a percent of its GDP to Greece. These are the independent variables of our model. The reasoning behind the choice of these variables is that they indicate economic activity between the two countries. Our intention is to investigate whether such interdependence eliminates the threat of national security or not. The variables used are presented in Table 2 .
Data, Variables and
In addition, we attempt to find whether there is a link between the national security threats and the relative power or weakness of one economy over the other. The variables we use as measures of national security are the same as be- are our independent variables. The rationale for the choice of these independent variables is that they measure whether an economy performs better than the other historically. We attempt to examine whether the relative power of the economy of the threatening party affects the national security threats towards the threatened state. The variables used are presented in Table 3 .
Methodology
We National Security Threat EIRS u
where National Security Threat is any of the above variables that reflect the Table 3 . Relative economic power variables. T. Poufinas, V. Pistikou threat and EIRS is any of the variables that determine the economic interdependence or relative power, 1 β denotes the coefficient, 0 β denotes the constant term and u denotes the stochastic error term. We use the Stata econometric software to run these linear regressions with Ordinary Least Squares (OLS). We use White's test to detect potential heteroskedasticity and we use Robust Standard Errors to tackle it when present.
Regressions
We regressed each of the independent variables with each of the dependent variables that as shown in Table 4 and Table 5 and explained in the results section below.
Results and Implications
We regressed the total number of violations with the exports of Greece to Turkey, the imports of Greece from Turkey, the bilateral trade, the Greek FDI flows to Turkey, the Turkish FDI flows to Greece, the exports of Greece as a percent of its GDP to Turkey, the exports of Turkey as a percent of its GDP to Greece individually. We realized that the total number of violations are positively correlated with the imports of Greece from Turkey and the exports of Turkey as a percent of its GDP to Greece at all significance levels, the exports of Greece to Turkey and the exports of Greece as a percent of its GDP to Turkey at the 5% significance level, whereas the remaining variables have no statistical significance. This means that as economic interdependence, as measured by the exports of Greece to Turkey, its imports from Turkey and the exports of one country to the other as a percent of their GDP, the number of total violations increases.
We regressed the violations of the Greek airspace with the same independent variables individually to find that they are positively correlated at all significance levels with the exports of Turkey as a percent of its GDP to Greece and at the 5% level with the imports of Greece from Turkey. The remaining variables post no statistical significance. This once and again implies that the increase of economic interdependence between the two countries leads to an increase of the violations of the Greek airspace.
We regressed the defense expenses of Greece as a percent of its GDP with the same independent variables to see that they are positively correlated with the exports of Turkey as a percent of its GDP to Greece at all significance levels, the imports of Greece from Turkey at the 5% significance level and the Turkish FDI flows to Greece at the 10% significance level. The rest of the variables exhibit no statistical significance. This shows that the increase of economic interdependence between the two countries leads to an increase of the defense expenses of Greece as a percent of its GDP.
The aforementioned findings indicate that as economic interdependence increases the measures of national security threat increase as well. Consequently, The above findings show that as the relative power of Turkey increases the measures of national security threat increase as well. Consequently, the increase of relative strength does not promote peace either. One would believe that the establishment of relative power would make the strengthened country more generous; however this is hardly the case. This is in line with the beliefs of Realism.
Conclusion
Regarding bilateral military relations, there are two points that should be mentioned. Firstly, Turkey is a greater power than Greece with regard to military capabilities. Keeping its Military Expenditure high, it remains one of the most significant powers in South-Eastern Europe and makes it difficult for Greece, to maintain a satisfactory level of deterrence, especially in the last five years during which the country has had to deal with financial and debt crisis. Secondly, given that both countries belong to the same military alliance without possessing any nuclear weapons, it is important as a matter of strategic thinking, especially bearing in mind Turkish threats and violations of Greek sovereignty, that the latter should not rest on its laurels and hope that joining the same alliance is enough to protect its national security. Last but not least, from 1974 onwards Turkey has continued to implement its revisionist plans becoming more aggressive, since it uses more than one military means at the same time in order to promote its interests and decrease Greece's geostrategic power and influence.
Therefore, in light of the configuration of the conflict, bilateral relations between the two states have not improved nor has the sense of security increased for
Greece since all indications received show that there is a serious ongoing national security threat from the other side. Last but not least, it is also noticeable that although military capabilities do not "solve" the problem, they can control conflict escalation to a high degree in addition to bilateral economic relations which do not affect the conflict.
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